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STRATEGIC PLANNING AND HOUSING DEPARTMENT 


Divisions 


Spatial Planning and Land administration | 


Human Settlement 


LED and Tourism 


Manager: Mrs. T. Mfazwe 


Objectives: 


To facilitate growth and development of the local economy in a way that generates 
opportunities for sustainable job creation, poverty reduction and improves BBBEE 

To address issues of youth, women, disabled and vulnerable sectors of society on an 
integrated basis 

To manage and promote informed integrated planning , development, and housing and 
local economic development that accelerates service delivery and ensures sustainable 
communities 

To provide training on SMMEs and Cooperatives 

To develop hawker facilities for informal traders 

To stimulate local economic development through the promotion of tourism 

Ensure the implementation of LED & Tourism Strategy 


Local Economic Development 
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ANNEXURE A: AUDITOR GENERAL'S REPORT 
AUDITOR GENERAL'S REPORT 


AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE UMZIMKHULU MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 


| have audited the accompanying financial statements of the Umzimkhulu Municipality, which 
comprise the statement of financial position as at 30 June 2010, the statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then ended, 
and a summary of significant accounting policies and other explanatory information, as set out on 
pages 35 to 67. 


Accounting officer’s responsibility for the financial statements 


The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the South African Standards of Generally Recognised Accounting 
Practice (Standards of GRAP) and in the manner required by the Local Government: Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division 
of Revenue Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA). This responsibility includes: 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud 
or error; selecting and applying appropriate accounting policies; and making accounting estimates 
that are reasonable in the circumstances. ® 


Auditor-General’s responsibility 


As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), section 
4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and section 126(3) of the 
MFMA, my responsibility is to express an opinion on these financial statements based on my audit. 
| conducted my audit in accordance with International Standards on Auditing and General Notice 
1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those standards 
require that | comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgement, including 
the assessment of the risks of material misstatement of the financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to 
the entity’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as well as evaluating the overall presentation of the financial statements. 


| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 


Opinion 


In my opinion, the financial statements present fairly, in all material respects, the financial position 
of the Umzimkhulu Municipality as at 30 June 2010 and its financial performance and its cash flows 
for the year then ended in accordance with the Standards of GRAP and in the manner required by 
the MFMA and DoRA . 
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Emphasis of matters 

| draw attention to the matters below. My opinion is not modified in respect of these matters: 
Restatement of corresponding figures 

As disclosed in note 25 to the financial statements, corresponding figures were adjusted due to 
prior period errors relating to depreciation not provided for, grant expenditure not written off, and 
the write-off of a debtor that had been paid in the prior year. 

Irregular expenditure 

As disclosed in note 26 to the annual financial statements, irregular expenditure amounting to R2 
831 million was incurred by the municipality in the period, as a result of the contravention of the 
supply chain management (SCM) policy and legislation. 

As disclosed in note 26 to the annual financial statements, irregular expenditure amounting to 
R253 267 (2009: R127 800) was incurred, as prohibited loans were granted to officials and 
councillors of the municipality. 


Material losses 


As disclosed in note 26 to the financial statements, material losses of R562 800 were suffered by 
the municipality following the theft of funds by a former employee during 2002 to 2007. 


Additional matters 

| draw attention to the matters below. My opinion is not modified in respect of these matters: 
Unaudited supplementary schedules 

The supplementary information set out on pages 68 to 73 does not form part of the financial 
statements and is presented as additional information. | have not audited these schedules. 
Accordingly; | do not express an opinion thereon. 

The supplementary explanations of budget variances contained in other public documentation 
outside the financial statements, as referred to in appendix El and E2, do not form part of the 


financial statements. | have not audited these explanations and accordingly | do not express an 
opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, | include below my findings on the report on predetermined 
objectives, compliance with the MFMA and the Municipal Systems Act of South Africa, 2000 (Act 
No. 32 of 2000) (MSA), and financial management (internal control). 

Predetermined objectives 

Material findings on the report on predetermined objectives, are reported below: 
Non-compliance with regulatory and reporting requirements 

Inadequate content of integrated development plan 

Contrary to sections 26(i) and 41(1)(b) of the MSA and regulation 12 of the Municipal Planning and 
Performance Management Regulations, 2001, the integrated development plan of the municipality 


did not include the key performance targets determined in terms of its performance management 
system. 


Umzimkhulu Municipality Annual Report 2009/10 ee 93 


| Umzimkulu 2009-10.indd 93 © 2011/06/21 8:46 PM | 


| _| SEe ® 


Incomplete key performance indicators 

Contrary to section 43 of the MSA, the key performance indicators set by the municipality did not 
include certain general key performance indicators as set out in regulation 10 of the Municipal 
Planning and Performance Management Regulations, 2001. 

Usefulness of reported performance information 

The following criteria were used to assess the usefulness of the planned and reported performance: 
e Consistency: Has the municipality reported on its performance with regard to its objectives, 


indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 


e Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 
e Measurability: Are objectives made measurable by means of indicators and targets? Are 


indicators well defined and verifiable, and are targets specific, measurable and time bound? 
The following audit findings relate to the above criteria: 
Incomplete reporting on all predetermined objectives, indicators and targets 
For the two selected key performance areas, the actual achievements with regard to 90% of the 
planned indicators and targets specified in the integrated development plan for the year under 
review were not reported in the annual performance report submitted for audit purposes. 


Reported information not consistent with planned objectives, indicators and targets 


The municipality did not report throughout on its performance against predetermined strategic 
objectives and indicators, which were consistent with the approved integrated development plan. 


Planned objectives and indicators not relevant to the mandate or objectives of the 
municipality 


The indicator or measure as per the annual performance report for the year under review did not 
relate directly to the institution’s strategic goals and objectives as per the integrated development 
plan in more than 37% of the instances. 


Performance indicators and measures not clearly defined 


The performance indicators in the annual performance report were not clearly defined as required 
by paragraph 3.3 of the Framework for Managing Programme Performance Information. 


Compliance with laws and regulations 

Municipal Finance Management Act 

Annual financial statements 

Contrary to the requirements of section 122(1)(a) of the MFMA, the municipality’s financial 
statements submitted for auditing were subject to material adjustments due to misstatements noted 


during the audit. 


Expenditure was not incurred in accordance with applicable legislation, resulting in 
irregular expenditure 


Contrary to section 62(1)(d) of the MFMA, the municipality incurred expenditure which was not in 
accordance with the SCM policy of the municipality. 


94 & Part 3: Functional Areas Reporting and Annexure 


| Umzimkulu 2009-10.indd 94 © 


2011/06/21 8:46 PM | 


The audit committee did not report its activities to the council 


Contrary to the requirements of section 166(2) of the MFMA, the audit committee did not report its 
activities to the council. 


Prohibited loans were made to officials and councillors of the municipality 


Contrary to section 164(1)(c) of the MFMA, the municipality made loans to officials and councillors 
of the municipality. 


INTERNAL CONTROL 


| considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with the MFMA and the MSA, but not for the 
purpose of expressing an opinion on the effectiveness of internal control. 


The matters reported below are limited to the significant deficiencies regarding the findings on the 
report on predetermined objectives and the findings on compliance with laws and regulations. 


e Leadership 
The accounting officer did not exercise adequate oversight responsibility over compliance with 
the MFMA and reporting with respect to SCM and predetermined objectives. In addition, senior 
management did not adhere to the procurement processes to ensure that all expenditure incurred 
was in accordance with the requirements of the MFMA and the SCM policy of the municipality. 
° Financial management 
The systems in place were not adequate to facilitate the preparation of, and reporting on, financial 
® statements in compliance with the MFMA and the Standards of GRAP, as the financial statements ® 
were subject to material changes resulting from the audit. 


° Governance 


The audit committee did not report its activities to the council in the year under review, as set out 
in section 166(2) of the MFMA. 


OTHER REPORTS 
Investigations 


An investigation into the unlawful distribution of municipal information is currently in progress. 


Pietermaritzburg 
30 November 2010 


AUDITOR- GENERAL 
SOUTH AFRICA 


Auditing to build public confidence 
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ANNEXURE B: ACTION PLAN BASED ON AG’S REPORT 
2009/2010 


Required core component of the integrated development plan (IDP) not included in IDP 
Plan to improve performance 


The score card will be revised to include the indicators and targets in terms of section 41. The IDP for 
2010/2011 has been revised to include targets and indicators as contained in the score card. 


Key performance indicators (KPIs) set do not include general KPI's as per the regulations 
Plan to improve performance 


The score card for 2010/2011 will be revised to include the KPI’s as contained In Regulation 10 of the 
Local Government Municipal and Performance regulations,2001. 


Indicator/ measures and strategic objectives not consistent between planning documents 
Plan to improve performance 


The Score card will be revised to include priorities as contained in the IDP and all KPI's, targets and 
objectives. 


Measures in IDP, performance report and SDBIP not in line with the objectives of the 
municipality 


Plan to improve performance 


The municipality will report on issues within their mandate. Water, sanitation and electricity will be 
reported only for information purposes in the score card. 


AOPI- Indicator/ measure is not specific and clearly defined 
Plan to improve performance 


The specific indicators will be revised as part of revising the score card for 2010/2011 financial year to 
clearly outline the required level of performance. 


Lack of reporting on all performance indicators and measures for strategic objectives in 
the IDP 


Plan to improve performance 


The Score card will be revised to include priorities as contained in the IDP and all KPI's, targets and 
objectives as well as ensuring alignment with the IDP. 


Non compliance with MFMA section 164 - Forbidden Activities 
Plan to improve performance 


The municipality has taken note of this issue and intends to ensure that going forward it implements 
the necessary controls aimed at preventing and reporting non-compliance with the applicable laws and 
regulation, to be supported by providing the necessary training to the relevant individuals, including 
Budget and Treasury Office (BTO) officials and EXCO members on the relevant sections dealing with 
prohibited practices in terms of the MFMA and relevant circulars and regulations. 


96 w Part 3: Functional Areas Reporting and Annexure 


| Umzimkulu 2009-10.indd 96 © 2011/06/21 8:46 PM | 


